A number of existing studies have examined the determinants of private university presidents' compensation, but none have estimated the recent earnings differential between public and private university presidents. This paper fills this void and estimates that public university presidents earn approximately 50 percent less than observably comparable private university presidents. This salary discount is robust to controls for institutional size, quality, wealth, individual characteristics of the office holder, and estimation technique.
Introduction
Each year the Chronicle of Higher Education publishes an issue focusing on college and university presidents' earnings. The usual emphasis is on those individuals who are among the most generously compensated among our nation's leaders of institutions of higher learning. For example, the most recent Chronicle of Higher Education issue devoted to presidents' remuneration featured an article by Basinger (2004a) titled, "High Pay, Hard Questions." This article began with the sentence, "A growing number of college presidents are on easy street ....".
The same issue also included articles with the headlines, "Lucrative at the Top" (Basinger and Henderson, 2004) and "Proving Presidential Worth" (Basinger, 2004b) . This emphasis is not limited to this year's issue, but rather is the norm for releasing and reporting on presidents' salaries. For example, the 2002 issue on presidential pay contained the article, "The Growing $500,000 Club." All of these articles emphasize the generous compensation provided to top earning presidents of some colleges and universities relative to the compensation of faculty and staff. The discussion in these articles also mentions that presidents' salaries are usually significantly below the salaries of CEOs and other leaders of organizations of similar scale, scope, complexity, and wealth.
The Chronicle of Higher Education not only publishes a series of annual articles on presidential earnings, but also has built a database of presidents' (and other top 5 earning individuals on campus) earnings, obtained from the publicly available IRS Form 990 that all non-profits are required to file with the IRS and to make available to the public upon request.
Until recently, however, this database only contained information on private college and university presidents' earnings. In 2003, the Chronicle began gathering and making available information on the compensation of public university presidents for the academic years 2001-02 and 2002-03 . The current database provides information on the compensation of public doctoral/research extensive university presidents' salary and benefits. While the data at this point only provide a snap-shot in time of public doctoral extensive university presidents' compensation, it does allow for a cross-sectional analysis of the compensation of public university presidents.
Existing studies of presidents' compensation structures primarily relied on the Chronicle's data on the remuneration of private university presidents. Specifically, Ehrenberg et al. (2001) examine the individual characteristics and institutional attributes that are most highly compensated among private college and university presidents. They find that seniority and prior experience are significant individual characteristics in determining earnings, and Carnegie classification and size are important institutional attributes associated with presidential earnings.
On they other hand, they find only weak evidence that private institutions' presidents' salaries are related to measures of institutional performance. Boulanger and Pliskin (1999) also investigate determinants of private institutions' presidents' earnings using salary data from the Chronicle of Higher Education for 1995-96.
They find that compensation and salary are positively related to total expenditures. Surprisingly, they find that research university presidents do not earn significantly more than non-liberal arts college presidents, while doctoral university presidents earn significantly more and masters university presidents earn significantly less. They also find support for the hypothesis that presidents of more selective institutions earn more than presidents of less selective institutions.
Tenure as president was also found to have a positive and significant affect on earnings. Tang et al. (1996a Tang et al. ( , 1996b also utilize data from the Chronicle of Higher Education to examine private institution presidential compensation, for the academic year 1991-92. They find that compensation is positively and significantly related to total expenditures, academic reputation rating from US News and World Report, and Carnegie classification. They also examined the pay of the other top five paid administrators and found that their salaries were related to Carnegie classification and total expenditures but not reputation rating.
Similarly, Pfeffer and Ross (1988) use data from the College and University Personnel Association's (CUPA) Annual Administrative Compensation Surveys for academic years 1978-79 and 1983-84 to examine presidents' compensation. They find that both individual characteristics such as seniority, gender, and whether the individual was hired internally, and institutional features such as size, resources, Carnegie classification, and control (public versus private) are significant in determining presidents' compensation.
Only the above mentioned Pfeffer and Ross (1988) paper examines the pay of public university presidents relative to their private counterparts. An updated examination of the compensation of public relative to private university presidents' salaries is warranted for a number of reasons: 1.) the data from the Pfeffer and Ross (1988) study is now twenty years old; 2.) compensation of private university presidents, both in constant and real terms, has increased in recent years; and 3.) King (2001 ), Zogbi (2003 , and others have found a growing premium for private university faculty compensation relative to public university faculty. These developments over the past two decades suggest that the relative pay of public and private university presidents may differ from the relative pay of the early 1980s. This paper will update the earlier study by Pfeffer and Ross (1988) , which only peripherally touched on the private versus public earnings differential, and complement the studies by Ehrenberg et al. (2001) and Boulanger and Pliskin (1999) by examining the reward structure of public versus private university compensation. Specifically, this study examines the compensation of public doctoral/research extensive university presidents' salaries relative to their private doctoral/research extensive university peers conditional on individual and institutional characteristics. Additionally, this analysis investigates whether the returns to individual and institutional characteristics are the same across university control. Are private and public university presidents rewarded for the same things? Finally, an Oaxaca (1973) decomposition is utilized to estimate what public university presidents would receive if they were compensated in a manner that was comparable to their private university counterparts.
Data
The data for the following analyses comes from the Chronicle of Higher Education online database of public and private doctoral university presidents' compensation, for academic The focus in the following analyses is on salaries rather than total compensation including benefits because the reporting of benefits across institutions is dramatically 1 The following discussion throughout the paper will refer to doctoral/research extensive universities as simply universities. 2 Penn State University, Temple University, University of Delaware, and the University of Pittsburgh because they are quasi-public institutions failed to report recent salary information to the Chronicle of Higher Education. Cornell University is also quasi-public, containing both private and publicly supported colleges within the university. Additionally, Cornell's president's reported benefits were 150% of salary. Cornell is also excluded from the sample.
inconsistent (see Niklin, 2000) . In general, most private institutions report a dollar value of benefits, while the public information often does not contain the dollar value of benefits but rather a check list of benefits provided (housing, car, memberships, etc.) . 3 Furthermore, public university presidents often receive their salary from both the institution and from a private foundation established to supplement the publicly provided compensation (see Basinger and Henderson, 2003) . The salary information used here for public university presidents includes salary from both the institution and from private foundation sources used to supplement the presidents' salaries. This private foundation does not included board membership income and other compensation earned by the president for his or her services outside of the institution. $208,192 and $198,329 , respectively. The differences in mean and median earnings for 2002-03 are $234,508 and $266,492. These differences (and the underlying levels) are comparable to the differences found before reducing the sample of institutions to match the ACE data.
An examination of the distribution of public and private presidents' salaries reveals not just a significant difference in the middle of the distributions but also a rather modest overlap of earnings (see Figures 1 and 2 It is also interesting to observe that private university presidents are more likely to have held a prior presidency (although this difference is not significant), while public university presidents are more likely to have been employed outside of education in one or both of their two most recent previous positions. Public university presidents are also more likely to have been promoted from within the institution. So it appears that private university presidents are likely to be hired from a previous presidency, while public institutions are more likely to either promote from within or go outside education altogether to obtain their presidents.
It is also interesting to note that private universities appear more likely to hire a president with a background (field of highest degree earned) in the social sciences or business, while public institutions are more likely to employ a president with a background in the humanities or arts, although this last difference is not statistically significant.
Regression Results
The summary measures outlined above reveal that public university presidents earn approximately 50 percent less than their private peers, but also that they are leaders of institutions with sometimes significantly different attributes. The following regression analyses attempts to examine the differences in earnings between public and private university presidents conditional on observable individual and institutional characteristics. The dependent variable in the analyses is the natural log of salary. Specification (1) of Table 4 regresses the natural log of salary against the US News and World Report reputation rating from 2000 as a measure of institutional quality and prestige, the full time equivalent enrollment for the fall of 2001, the number of years in office, a dummy variable for whether the individual held a presidency in either of his or her two most recent previous jobs, the years of experience in their two most recent previous jobs, and dummy variables for field of highest degree, gender, year, and whether employed at a public or private university. Because the data are a pooled-cross section some of the institutions and presidents appear more than once in the data. An attempt to control for this using random effects failed to find a positive estimated error component under a number of different specifications. As a result, ordinary least squares estimation was used throughout the following analyses.
Before turning to the public versus private differential it is interesting to note a number of other significant determinants of presidential salary. As expected, institutional quality, as measured by the US News and World Report reputation rating is positively and significantly related to higher presidential salary. Each year US News and World Report surveys college and university presidents, provosts, and deans and ask them to rate the overall quality of their peer institutions. This reputation rating is significant in determining presidential remuneration. Additionally, including both the reputation rating and the natural log of revenue per student reduces the adjusted R-squared and results in neither coefficient being significant. I will therefore limit the discussion to specification (1) using reputation rating. These results are largely consistent with existing studies. In particular, Pfeffer and Ross (1988) find significantly higher earnings for presidents from institutions with greater resources, Boulanger and Pliskin (1999) and Tang et al. (1996a Tang et al. ( , 1996b ) report a positive relationship between presidential salaries and total expenditures, and Ehrenberg et al. (2001) find that private institutions with greater endowment per student pay their presidents more. Interestingly, Ehrenberg et al. (2001) find that freshmen test scores are not significantly correlated with presidential pay. This may be the product of high collinearity between measures of quality and institutional resources as discussed above.
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As expected, larger institutions pay their presidents more than universities with fewer enrolled students. This is consistent with Ehrenberg et al. (2001) and Pfeffer and Ross (1988) both of whom found significant returns to institutional size. Also, average earnings were about six percent higher in academic year 2002-03 than 2001-02.
It is also interesting to note that average earnings for female presidents were 1.7 percent higher than average earnings for male presidents, although this is not statistically significant. On the other hand, Ehrenberg et al. (2001) found that female presidents earned almost 12 percent less than male presidents at doctoral and research universities between 1992-93 and 1996-97, although this too is not significantly different from zero. It appears that greater parity between the sexes has been achieved in the convening seven to eight years.
While there are no significant differences in compensation across fields of study, it is interesting to observe that presidents with a background in science and mathematics or a professional field (business, law, medicine) earn between 5 and 8 percent more than their peers from the social sciences. Also, one's duration in office, and prior experience do not seem to have a significant effect on presidential remuneration. I also tested for a relationship between salary and whether the individual was promoted from within the institution, worked outside of education in either of his or her two most recent previous jobs, and years spent on the faculty.
None of these were significant in determining presidential salary and were excluded from the regressors.
The single biggest determinant of presidential salary is whether one is employed at a public or private university. Presidents at public universities earn approximately 49 percent less than otherwise comparable presidents at private institutions. This would be equivalent to a difference in reputation rating of about 7.5, on a 1 to 5 scale, or an increase in full-timeequivalent enrollment of almost 97,000 students (the maximum full-time-equivalent enrollment in this sample is approximately 47,000 students). The magnitude of the private university premium is largely unchanged when controlling for revenue per student.
An alternative estimation strategy for analyzing public versus private presidential salaries is to perform separate regressions for each sector. Table 5 provides separate regression results for public and private university presidents. A Chow test rejects the null of equal coefficients between the two sectors at the 1 percent level. While the slope coefficients appear qualitatively quite similar the overall regression line fits the private university data much better. The Rsquared for the private university sector is .802, while it is only .327 for the public university sector. Additionally, the coefficients on year, full-time-equivalent enrollment, and reputation rating are all positive and statistically significant in the private sector, while only reputation rating is significant in the public sector. Additionally, the presidents in the private sector with a background in science or mathematics earn a significant premium relative to the omitted group in the social sciences, while this premium is not apparent in the public sector. It is also noteworthy that the returns to institutional size are greater (although not significantly so) in the private sector, while the larger universities are in the public sector.
Applying the estimated coefficients in the private sector to the characteristics of the presidents in the public sector allows one to predict what the public university presidents would have earned had they been compensated in the same fashion as private university presidents.
The average predicted natural log of earnings for public university presidents is 13.075 versus an average actual natural log of earnings of only 12.403. These translate into average predicted earnings of $476,680 and average actual earnings of $243,457, or an earnings discount of approximately 49 percent. Not only would public university presidents earn almost twice as much if they were compensated in the same manner as private university presidents, but because of the larger enrollments at public universities and the larger return earned at private universities for enrollments the average public university president would be predicted to earn almost 4 percent more than the average private university president.
Of course, there may be unobserved differences in quality between the average private and public university president. It may be that private university presidents possess stronger leadership and management abilities, and that their earnings premium is primarily a function of compensation for these characteristics. Nonetheless, if public institutions are unable or unwilling to adequately compensate for these abilities, then they will be at a competitive disadvantage relative to private institutions.
Conclusion
In summary, institutional attributes are much more important in determining presidential remuneration than individual characteristics. Specifically, institutional size, quality, and control all are significant determinants of university presidents' salaries. Control of the university, public or private, is far away the largest determinant of presidential salary, with public university presidents earnings approximately 50 percent less than comparable private university presidents.
In comparison, the difference in average faculty salaries across institutional control in this sample was approximately 20 percent, and based on American Association of University Professors (AAUP) data was 21 percent. 5 Ehrenberg (2203b) provides a comprehensive summary of the private versus public university faculty salary differential. The public versus private university presidential earnings differential appears to be much larger than the faculty earnings differential across university sectors.
The estimated regression coefficients from the Pfeffer and Ross (1988) Includes dummy variables for missing values of duration, prior presidency, reputation rating, and years of previous experience. *** (**, *) indicates significance at the 1 (5, 10) percent level. Includes dummy variables for missing values of duration, prior presidency, reputation rating, and years of previous experience. *** (**, *) indicates significance at the 1 (5, 10) percent level. 
